OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

WD C. MANN
MINEY SEENIRAL

January 27, 1939

Hon, Ceorge H, sheppard \ \\
Comptroller of Publio Ascounts \
Austin, Texas : ERR

Dear Mr. Sheppard: ‘"“‘»n\\
Opinton No. 0-188 \\¥:>>
le 7047C,

no,x Liab{lity under Ar
“ _Rev{sed Civil Statutes, for 20%
< - of walueg) of automobile given
“employse under a subsoription
plan ponsored by the Feocos

Int Tprise
¥We have f ; tt tion iog;;ipttor of January 21, 1939,
together with atta od‘ipttar from~$ firm of Huddbard & Kerr

of Pecos, Texas, ih which. you requeet an opinion frem this De-
partment relative to whether or not the Feocos Enterprise is

liable ror the tax pxgvidod)inl}rtiolo 7047f, R. 0. Statutes
of Tixnl — : . . //

vd

he'raota an aet,dht in the letter from the law firm
Kgx;, as attached to your letter, are as follows:

"As your ile will reflect, The Pecos Enter-
e cond to & ocontest in whioh awards were given
cdqneo on therewith. The oontest was donducted

er the name of a "Buasiness Building Canmpaign"
-nd was sponsored by The Peoos Enterprise and 0oop~-
erating merchanta in the town of Pecos. As recited
in the opinion of the Attorney General referred to,
the primary purpose of the ocampaign was to stimulate
business and to provide employmeant for a number of
young ladies. The plan was worked out on a commission
basis with extra remuneretion in the form of an suto-
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mobile presented to the young lady in the campuign
“who mede the most enles.

*"The snlesladies employed in the enterprise
sold ooupon books upon which there was printed the
naume of one of the cooperating merchants. The
books were in various denominations uand were sold
for the full face samounts thereof, the books being
acceptable at full value to the merchant whose name
wes printed thereon. The ¢irle oounter-signed the
books and delivered them to the purchaser, made a
note on the studb and repcrted the s:zle to The Pecos
Bnterprise and made due accounting of the monies
received. Upon report being made at designated
intervals, The Fecos Enterprise in turn paid to the
young ledy making the sale a designated commisaion
of the monies collected, Then of the funds so re-
ceived an amount was deducted to assist in paying
the expenses of the ocampaign, and the bzlance re-
maining was paid to the respective cooperating mer-
chants, Then as the campaign closed, the girl who
had sold the largest amount of coupon books received
an automobdile, in addition to cash commissione el-
ready paid.

*In the agreement entered into betweeen The Feocos
Enterprise and the respective cooperating merchanits
it was recited that the girls engaged in the ssle of
the coupon books were entered in a "popularity"” ocon-
teat; however, the award of the automobile was not
based on "popularity”:; rather it was based upon the
industry of the inaividual partioipant. No votes
were oaat by any persons., If & prospective ocustomer
desired to favor a friend or.scrusintance, he or she
night make purchase of a desipgnated amount of ocoupon
books from the young lady in question; however, on
each sale the girl making the sale had paid to her
a definite commission, and then, at the end of the
contest, the young lady making the lergest sales of
coupon books had present~d to her an automodile in
addition to the amount of commissions theretofors paid
to her in cash.

"During the entire ocontest the young ladies enter-
ed were ocarried on the payrolls of the compeny as em-
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ployees and due payment was made of soclal securi-
ty tax on each of the young ladies. In other
vords, The FPecos Enterprise treated the salesla-
dies as its employees and accounted for social
sacurity tax, and on the award of the automobile
agcounted for the value of the same by payment of
the proper amount of social security tax on its
88id value,"

¥e direot your attention to Article 7047f (a). In
this portion of the statute you will note that every person,
firm or corporation conducting a theater, place of amusement,
or any business enterprise in conneoction with the operation
of whioh a prize in the form of money or something of value
iz offered or riven to one or more patrons of such theater,
pPlace of amusement or place of business and not given to all
patrons thereof paying the same cherge for any such service,
gommodity or entertainment will be required to pay 20% of
the value of sajd prize or gift as provided in section (b)
of 8aid Article. ‘

It is the opinion of this Department, and you are
80 advised, that under the facts subtmitted with your inquiry,
no tax would be due the State becesuse each of the persons
selling the coupon books was carried on the payrolls of The
Pecos Enterprise as an emnployee and was not a patron as would
be affected by the provisions of Article 7047f, Revised Civil
Statutes of Texgs. The automobile that was given to the em-
Ployee selling the largest number of coupon books, in the
opinion of this Department, would not be classed as a prize
but, on the other hand, would be a bonus and/or extra com-
pensation for services rendered by the employee.

Yours very truly
ATTORNEY CENERAL OF TEXAS
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